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[Good morning…]

I‟d like to thank you for allowing us the opportunity to discuss 

the Transamerica Life Long Term Care Insurance Executive 

Benefit Program.
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Our executive benefit program is designed to help business owners 

like yourself, and/or selected key executives acquire vitally 

important and increasingly requested corporately-paid LTC 

protection. In addition, with the selection of an optional Return of 

Premium Rider, there are benefits available to the Insured‟s heirs.  

Upon the death of the insured,  the Insured‟s beneficiary will 

receive a benefit equal to the  sum of all premiums paid (excluding 

any waived premiums) less any claims paid.  

Under current IRC regulations, this plan can be implemented on a 

potentially tax favored basis.
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Now before we go any further we do need to make it very clear that 

the following information regarding tax issues is meant for general 

informational purposes only.  We are not offering tax advice and 

encourage you to review the following with a qualified independent 

tax advisor.
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Again, your tax advisor should review any of the information we 

are discussing today.  In fact, we would welcome the opportunity to 

review this same information with that advisor. Although, please 

remember none of what we are providing should be considered tax 

advice and cannot be relied on to avoid IRS penalties.  You need to 

consult and rely on your own independent tax counselors.
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You may be wondering right now “Is providing this coverage really that 

necessary”? In 1996, Congress passed a bill which encouraged individuals and 

businesses to plan for the potentiality of needing long term care. Most business 

owners and many CPA‟s are not even aware of these LTC-focused provisions in the 

bill.

The primary purpose of The Health Insurance Portability and Accountability Act of 

1996, or HIPAA, is to ensure that all people have access to major medical 

insurance.  During the 104th Congress, Senators Kennedy and Kassebaum 

sponsored this bill; it became law on 8/21/96, and was effective as of 1/1/97. In 

addition to addressing major medical insurance, HIPAA specifically addressed 

issues involving Long Term Care Insurance.  

The Law:

• Created tax-qualified (TQ) Long Term Care Insurance (LTCI)

• Defined and required certain policy provisions and standards for plan to be 

considered TQ

• Provided a clear statement of tax treatment of certain LTCI policies

• Established the treatment of taxation of benefits and premiums 

The interesting part of the legislation for you is that it specifically gave some 

favorable treatment to LTC insurance.  That „s what we want to focus on here today.  
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All of Transamerica Life‟s Long Term Care Insurance (LTCI) 

contracts are tax qualified as defined under HIPAA and are 

therefore treated as accident and health insurance contracts.  As 

such, the premiums paid for the LTCI policy with corporate 

funds are able to be deducted similar to major medical policy 

premiums.  There are various deductions allowed for different 

types of businesses, which we will review shortly. While most 

astute business owners/advisors would not normally make a 

business decision solely on it being a tax deductible event, it is 

good to know when putting in place a much needed LTCI 

benefit, and paying premium with corporate funds, there are 

potential tax deductions.
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Part of my objective today is to show how Congress created 

provisions in the laws that allows you to put in place valuable 

protection against the impact Long Term care can have on your 

family and potentially, your hard-earned business assets. The 

decision on whom to offer corporate-purchased TQ LTCI can be 

made on a very selective basis. You can include a few key members 

of your firm and their spouses, as long as the employees selected 

belong to a like class or category, based on job grade, salary level, 

years of service, etc.

The law also allows you to include an optional Return of Premium 

Benefit  that could potentially return up to all of the premiums paid 

to your estate or designated beneficiary, upon your death. The 

Return of Premium Benefit is the sum of all premiums paid 

(excluding any waived premiums) minus any claims paid.
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Tax incentives are available to individuals and business owners who take 

personal responsibility for their future long term care needs.

Let‟s review some of the tax rules.  Remember, we are providing a general 

overview of the subject.  We are not providing tax advice.  Changes in the law 

may effect your situation.  Please see your tax advisor. 
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[Read slide as is]
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[Read slide as is]
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As a non C-Corporation, the owners don‟t have the same 

deduction as C-Corporation.  But they still retain, the full 

deduction for LTCI plans they purchase for key executives 

with < 2% stock ownership.  The important point is that LTCI 

coverage, that meets the vitally important need of Long Term 

care planning, can be put in place using corporate dollars.



12

What exactly, then, is the deductibility for non C-Corporations?

As we just mentioned, in a non C-Corporation, owners are able to take a partial 

deduction of the premiums paid on themselves and their spouses policies.  Since 

they are considered self-employed individuals, even if they have employees, they 

are entitled to take a 100% deduction of the premium as self-employed health 

insurance.  However, as individuals, their deductions are limited to the age 

weighted premiums paid in the chart.  

For example:  Let‟s say you are the owner of a non C-Corporation and you paid 

$3,000 for you and your spouse‟s LTC policies.  Let‟s assume you are both 

between ages 51 and 60.  That means of the $3,000 premium paid,  $2,540 ($1,270 

per person x 2) is considered a “self employed health insurance premium” and is 

100% tax deductible without regard to the 7.5% AGI (adjusted gross income) test 

individuals must meet.  The remaining balance ($460) would carry over to your 

personal itemized Schedule A and if you meet the  normal test of having more than 

7.5% of your AGI in un-reimbursed medical expenses, you could take the balance 

of the premium. This is one of the advantages of being self employed.  And again, 

if you are providing this as a benefit to a key executive owning less than 2% of 

your stock, you can deduct 100% of that premium, without regard to this table. 



13

The first bullet point covers how regular C-Corporations 

deduct premiums dollars paid for coverage for owners and/or 

key executives.  In short, those premiums are fully deductible 

as normal business expense to the extent that they meet the 

normal test for “reasonable compensation” as outlined in IRC 

Section 162.



14

Let‟s recap and reference the actual language of the code:

As you can see, The Internal Revenue Code allows tax-qualified 

plans to be treated like accident and health insurance plans.  

Therefore, under the applicable IRS code, as a business you can 

deduct some portion of the premium you pay for LTC insurance, 

just as you do for your major medical plan.
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We talked earlier about adding an optional return of premium 

benefit. Here you can see that the Internal Revenue Code allows 

individuals to include a return of premium benefit so that upon their 

death a benefit can be passed along if the benefit is not more than 

the premiums paid on the long term care policy (the “aggregate 

premium”).  The Transamerica Life Return of Premium Benefit 

provides a benefit equal to the premiums paid (excluding any 

waived premiums) and minus any benefits paid.  

Again, this benefit would most likely cause a taxable event to the 

recipient, so tax considerations should be reviewed before including 

this benefit and naming a beneficiary. While the likelihood of 

utilizing long term care services increases as we age, the inclusion 

of this benefit is still attractive to many individuals who want to 

cover all the bases.
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This is the Code section that explains that benefits paid from a TQ 

LTCI policy are considered income tax-free up to the annual limits 

($300/day in 2011).  

This is unlike disability income plans which require the insured to 

pay taxes on income benefits for DI policies paid for with corporate 

funds.  If  daily benefits are issued within the annual limits just 

covered, TQ LTCI allows for an income tax- free benefit.

Again, while taxation should not be the driving issue in this 

planning process, it „s nice to know that with a properly constructed 

policy you and your family have one less thing to worry about 

when receiving long term care services paid for by corporately 

purchased Transamerica Life LTCI policy.
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Finally, as you can see, these benefits can help to recruit, retain and 

reward key staff. LTCI can be offered only to key employees, 

which ultimately can help protect the business from the loss of a 

key team member becoming a full-time caregiver.  Transamerica 

Life‟s LTCI policy also allow a variety of family members (e.g. 

spouses) to access LTCI through our Multi-Life  Discount program.
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Read notes verbatim.
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As we have said throughout this presentation, you have the ability to include 

selected employees in this plan (again, employees must be grouped according 

to similar classes).  With Transamerica Life you can receive some significant 

advantages to expanding the installation of the plan to more employees.

We all like to save money. Under Transamerica Life‟s Multi-Life Discount 

program you can receive additional permanent policy discounts by including a 

total of 10 employees (including yourself)  in the plan.  These discounts in 

addition to many of the normal discounts for which you may be eligible 

(Preferred Health, Spousal, Married rates).

Also, by including at least 10 employees (including yourself), Transamerica 

Life will reduce the amount of medical underwriting you will undergo (10 

insurability questions for Simplified Underwriting or less restrictive 

requirements for Modified Guaranteed Issue Underwriting).  This will make 

the underwriting process much quicker and less intrusive, something we all 

like.

There are many other reasons why, as a smart business owner, you should 

consider including more of your valuable employees in this type of plan.  Let‟s 

see what they are.
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Key executives are looking for LTCI, not only for themselves, 

but for their spouses and adult dependents, as well.  They 

realize the strong potential for either needing care themselves 

or having to provide care to an aging spouse or loved one.  

Offering LTCI to spouses and other eligible participants does 

not just benefit the executive and their family, but it can also 

greatly benefit the company/employer.  Let‟s take a look as to 

why…
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Offering Long Term care insurance (LTCI) is a great way to recruit 

and retain key employees.  LTCI is becoming a highly requested 

component of the employee‟s compensation package.  In other 

words, when executives are looking for their next position, they 

probably want this benefit.  If businesses are not already offering 

this to their existing key executives, chances are their competition 

is, or soon will be!
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It‟s not easy for an employee or  anyone when a spouse or 

other loved one  becomes ill or incapacitated and needs special 

care.  But, if that loved one has LTCI coverage, the employee 

may be comforted knowing the loved one is being cared for 

and their role is more supervisory in nature. They may then be 

able to focus more time and energy on their job responsibilities.

(Read Slide)
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From the study, Intense caregivers (Levels 3 – 5) are defined as doing personal 

care tasks (such as bathing, dressing, feeding as well as other tasks) for an 

average of 12 to 87 hours per week; levels 1 and 2 are caregivers providing, on 

average, fewer than 10 hours of care per week of less intense tasks, such as 

taking someone to a doctor‟s appointment or doing housework for them.

So, not only are there many factors that determine the cost to employers when 

an employee becomes a caregiver, but the cost is significant.
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This slide includes the Employer cost of all employees who are caregivers –

those who must provide care 12 hours or more per week and those who 

provide less than 10 hours of care per week.
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So what is the result of employees splitting time?

How about $33  Billion dollars in lost revenue.  I think you‟d 

agree…those numbers speak for themselves.
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What employees think about the benefits their employers make available to 

them, may surprise you.

[Read slide as is}
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Simply put, the presence of Long Term Care Insurance can 

result in greater productivity from employees.
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So, in one snapshot what have we got?

Benefits for the Employee…

Happy employees/happy executives equals higher productivity in the work place.  

Offering LTCI to key executives rewards and recognizes them by providing them with one 

of the most desired benefits.  The premiums paid by the company do not count toward 

income to the employee and any benefits used are generally tax free.

Benefits for the Employer…

LTCI helps employers recruit and retain top talent and gives them flexibility to select 

classes of executives.  Plans can include owner-employees, spouses and certain other 

family members.  And of course, companies can potentially benefit from the favorable tax 

treatment that we talked about. 

All of this, as well as the added peace of mind of knowing that when you and your family, 

your key players and their families are faced with the problems of long term care, they will 

have a plan in place ahead of time to make it all go much smoother.  It truly is a “win-win” 

for everyone. 

Note: Depending upon the state there may be state income tax deductions/credits available 

as well.
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Companies may get more out of their top employees and executives 

by offering them LTCI.  Having a LTCI plan can gives the employee 

and employer advantages including the opportunity to work to their 

fullest potential and reach new career heights – free from distractions 

should a loved one need LTC.  So how does the plan work?  

-The employer selects key executives to participate in the program.  LTCI can be 

offered to as many or as few employees as the employer wants.  So long as it is 

offered to everyone at the same employee class or job level, example – all 

employees at Senior Vice President level or higher.

-The employer agrees to pay the premiums directly to Transamerica Life, but the 

employee is the actual owner of the policy.

-The corporation may potentially deduct the premiums as a business expense and 

self-employed owners may deduct a portion of the premiums paid on their 

behalf.
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That concludes this presentation.  Does anyone have any questions 

regarding Transamerica Life‟s Executive Benefit Program?

Thank you.
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Home Office:  Cedar Rapids, Iowa 

Long Term Care Division 

P O Box 95302   

Hurst, Texas 76053-5302 

800-553-7600, ext 3381 

patricia.holt@transamerica.com 

 

 

December 10, 2010 

 

 

Commissioner Jay Bradford 

Arkansas Department of Insurance 

1200 West Third Street 

Little Rock, AR 72201 

 

RE:  Long Term Care Advertising 

NAIC #:   86231   

FEIN #:  39-0989781 

 Form # / Description:  TLC ECO PPT 1210 – Invitation to Inquire 

 

Dear Commissioner Bradford: 

 

Enclosed is the referenced form submitted for your review and approval. This form is not intended to replace 

any previously approved form. 

 

This form will be used to solicit policy form TLC 1-FP (AR) 206, et al., which was approved by your 

department on May 30, 2006.  

 

This form is used when our company is negotiating with Employers regarding Executive Carve-Outs. It is 

not given to the general public.  

 

It is our intention to use this form in both Classroom Presentation and Electronic (Webinar) settings. 

 

The only variable bracketed information is on the Notes page to Slide #1:  The presenter will say “Good 

Morning”, “Good Afternoon,” or “Good Evening.” The presenter will always be a licensed insurance 

agent/producer. 

 

We trust that this form will meet with your approval.  If you have any questions, please let me know. 

 

Sincerely, 

 

 
Patsy B. Holt 

Advertising Analyst 

Transamerica Long Term Care Division 
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